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 Family business exists widely all around the world. In the process of China‘s 
economic development, family business is playing an more and more important role. 
However, in the meantime, famous companies such as Longhu Real Estate 
Development and Media Group are and will be in the process of defamilization. In 
family business literature, one basic question is whether family business performs 
better than non-family business. The answer to this question has great significance in 
understanding the increasing number of family business and the popularity of 
defamilization.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          
 Most of extant literature take firms in developed countries as research subjects, 
and has not reached any consistent conclusions about the relationship between family 
involvement and firm performance. Moreover, most of current studies care about the 
direct relationship between the two, with little attention given to the internal 
mechanism. 
 Based on the literature review of international and domestic related research, this 
study proposes three research questions. Firstly, in emerging market, do family firms 
perform better than their non-family counterpart? Secondly, how does family 
involvement influence firm performance? What the effect of strategic choices on the 
relationship? Thirdly, what are the differences among the effect of different strategic 
choices?  
 Taking the deconstruction of socioemotional wealth theory as theoretical 
evidence, this study holds that family firms attach varying emphasis to different 
dimensions of SEW, therefore family firms have different preferences towards 
different strategic choices, and then have different effect on firm performance. 
 This paper takes A-shared listed Chinese companies as subjects, uses related data 















internal mechanism. Strategic choices consist of market and non-market strategies. 
Among which market strategies include R&D investment, diversification and 
internationalization, and non-market ones include employee responsibility and 
corporate donation. 
 Generally speaking, the empirical results have supported all the research 
hypotheses, and reached the following conclusions. Firstly, compared with non-family 
firms, family firms have worse both operating and market performance; institutional 
environment strengthens the negative effect; however, family firms have strong 
performance persistence, and for those whose performance is below medium level, the 
performance persists even stronger; with time development, the significance of the 
effect of family involvement on firm performance is increasing. Secondly, among 
market strategies, R&D investment and internationalization partially mediates the 
relationship, but diversification suppresses it. Thirdly, as for non-market strategies, 
corporate donation suppresses the relationship while employee responsibility mediates 
it. Finally, in general, compared with non-market strategies, market strategies have 
stronger effect on the direct relationship; the effect of non-market strategies increases 
for market performance, and that of market strategies increases for operating 
performance.  
 The study has the following potential contributions. Firstly, it examines the 
indirect effect of strategies on the relationship between family involvement and firm 
performance in a systematic way. Through the study, it tries to disclose the complexity 
of the relationship between the two, which may be helpful for in-depth understanding 
of that relationship; Secondly, with the theoretical perspective of deconstruction of 
SEW, it takes the differences in degree that family firms attach importance to different 
dimensions of SEW into consideration, and analyzes family firms‘ strategy preference 
and corresponding effect on firm performance. It offers reasonable analysis and 
explanation to the inconsistency of previous results. Thirdly, it studies the effect that 















involvement and firm performance, and shows that different types of strategies may 
have both mediating and suppressive effect on that relationship. Fourthly, it examines 
performance persistence of family firms, together with the dynamic characteristics of 
the relationship between family involvement and firm performance. Fifthly, by 
comparing the effect size of different strategies, it has identified importance 
mechanism that influences the relationship between family involvement and firm 
performance.  
 This research effectively explains the internal mechanism of the effect of family 
involvement and firm performance, and provides strong theoretical support for 
governance and succession of family firms in China4. Managers in family firms can 
either hire non-family member professionals to join their firms and better the 
governance, or choose to increase R&D investment, cautiously conduct 
internationalization, maintain low level of diversification, keep caring about 
philanthropy and care more about employee responsibility, in order to improve their 
performance. Moreover, because family involvement may exert influence on firm 
performance through different channels at the same time, managers in family firms 
should strike a balance among different strategies while making decisions to improve 
performance, so as to minimize loss and maximize profit. 
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